HE NATION'S FRANCHISED NEW-CAR DEALERS sold 16.1 million units in 2007, down slightly from

the previous year’s 16.5 million units. This year should see a continued decrease of about 3 percent.

The good news? The average dealership saw sales rise in almost all departments for the year. Real
GDP grew moderately by 2.2 percent last year, below the 2.9 percent growth of 2006. The unemployment
rate remained unchanged, averaging 4.6 percent for all of 2007. For February 2007, the unemployment rate
stood at 4.8 percent. Consumer confidence measures posted declines starting in August 2007 and continu-
ing into first-quarter 2008. The slump in residential housing sales and finance, along with associated inter-
national financial market troubles, are a key drag on current economic growth and 2008 light-vehicle sales.
Falling residential real estate values during 2007 and 2008 contributed to lower consumer confidence mea-
sures in the first quarter. Fortunately for consumers and dealers, the cost of borrowing remained moderate
for most of 2007, as the Federal Reserve reduced target short-term interest rates. Short-term rates will likely
decline even further in first-half 2008.

In 2007 vehicle sales continued to be driven by somewhat generous incentives, such as cash rebates,
value pricing, and subvented rate financing and leases. New light-duty sales—at 16.1 million units in
2007—were 2.5 percent lower than in 2006. Despite a slowing economy, declines in the housing market,
and rising energy prices, new-car dealers were still able to sustain sales last year that were 2.5 percent lower
than in 2006. Second-half 2008 will benefit from the

effects of lower interest rates and the arrival of fiscal stimu- AbOlIt thiS SpﬂCiaI SeCtion

lus checks to households starting in May. Total dealership
On the following pages, you will find the results

of NADA's yearlong analysis of the U.S. car and
truck industry, with emphasis on the retail side
of the business.

dollar sales last year exceeded $693 billion, up 3 percent
from 2006. This allowed dealers to maintain payroll
employment of 1,114,500 people—a slight decrease from
2006. Total payroll expense in 2007 reached $54 billion,

, The key segments covered are:
up 2 percent from *06.
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reached $84 billion. With many of these expenditures New-Car Dealerships D. 47
made locally, dealerships provided vital support to the eco- Total Dealership Sales Dollars p. 48
nomic well-being of their communities. Franchised dealers The New-Vehicle Department p. 50
were also major payers and generators of federal, state, and F&I, Service Contracts p. 52
local tax revenue, as well as major contributors of both The Used-Vehicle Department p. 53
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Average Dealership Profile

SALES FOR THE NATION’S new-car dealers reached 16.1
million units in 2007. The weakening economy and high
energy prices hurt sales. Total dealership revenue was more
than $693 billion, growing by 3 percent from 2006. Sales
in the used-vehicle department saw the largest increase.
New-car sales revenue was higher last year than in 20006,
with the average dealership gaining almost 3 percent. Net
profit levels rose 4 percent from 2006, and the typical
store generated more than $508,000 in annual net pretax
profit for 2007.

TOTAL GROSS AND EXPENSE

Total dealership gross margins remained unchanged in
2007, at 13.6 percent of total dealership sales. Operating
profit declined 3 percent. But total expense remained
at the 2006 level of 12.1 percent of total sales, as deal-

ers faced higher costs. Floor-plan expense rose in early

2007, but the year ended with declines in floor-plan costs.
Advertising outlays increased 4 percent, and rent factors
increased almost 9 percent for 2007. Some major expenses

for the average dealership last year:

Payroll ................... $2,590,000
Advertising . . . ... ...l $378,300
Rent and equivalent ........... $361,700

TOTAL DEALERSHIP PROFITS

In 2007 total dealership net profit before tax as a percent
of sales remained unchanged from 2006, at 1.5 percent.
Dollar profits gained about 3 percent. The new-vehicle
department operating profit continued to fall last year at
the average store, below breakeven. Used vehicles contrib-
uted 27 percent of operating profit in 2007, a 1 percent
decline from 2006. Service and parts brought in 81 per-
cent of operating profits, up 4 percent from 2006.

RAverage dealership profile

% change
2002 2003 2004 2005 2006 2007 2006 to 2007

Total dealership sales $31,275,581 $32,296,859 $33,009,335 $32,318,461 $31,855,768 $33,379,501 4.8%

Total dealership gross $ 4,175,456 $ 4315654 $ 4,363,870 $ 4,307,479 $ 4,338,448 $ 4,546,212 4.8%
As % of total sales 13.4% 13.4% 13.2% 13.3% 13.6% 13.6%

Total dealership expense $ 3,576,246 $ 3,751,511 $ 3,804,184 $ 3,776,446 $ 3,848,964 $ 4,038,084 4.9%
As % of total sales 11.4% 11.6% 11.5% 11.7% 12.1% 12.1%

Net profit before taxes $ 615673 $ 564,143 $ 559686 $ 531,033 $ 489,484 $ 508,127 3.8%
As % of total sales 1.9% 1.7% 1.7% 1.6% 1.5% 1.5%

(Net pretax profit in $ 339,027 $ 306600 $ 304,177 $ 2883605 $ 266,024 $ 276,156 3.8%
constant 1982 dollars)

New-vehicle department sales $18,651,091 $19,359,130 $20,116,264 $19,469,000 $18,795,482 $19,545,287 4.0%
As % of total sales 59.6% 59.9% 60.9% 60.2% 59.0% 58.6%

Used-vehicle department sales $ 8942973 $ 9,142,647 $ 9,090,534 $ 9,067,128 $ 9,265,366 $ 9,821,093 6.0%
As % of total sales 28.6% 28.3% 27.5% 28.1% 29.1% 29.4%

Service and parts sales $ 3,681,518 $ 3,795,081 $ 3,802,537 $ 3,782,334 $ 3,794,920 $ 4,013,121 5.7%
As % of total sales 11.8% 11.8% 11.5% 11.7% 11.9% 12.0%

New-vehicle average selling price  $ 26,163 $ 27,565 $ 28,060 $ 28,381 $ 28,451 $ 28,797 1.2%

Used-vehicle average selling price  $ 13,840 $ 13,473 $ 14,247 $ 14923 $ 15518 $ 15,714 1.3%

Average net worth (as of 12/31) $ 2,230,699 $ 2,243,589 $ 2,301,417 $ 2,258,753 $ 2,160,181 $ 2,306,742 6.8%

Net profit as % of net worth 27.6% 25.1% 24.3% 23.5% 22.7% 22.0%

Source: NADA Industry Analysis Division
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NADA Optimism Index

THE YEAR ENDED with the Dealer Optimism Index at

117, but it rose to 120 early in 2008. The economy fea- Expectations for dealership profits

tured low inflation, a moderate rise in interest rates, and . .
Percent of dealers expecting profits to:

growth in gross domestic product of 2.2 percent in 2007, _ Value
compared with a GDP growth of 2.9 percent for all of , Increase  Not change _ Decline index
. . . April 1995 32.2% 46.1% 21.6% 112

2006. Consumer confidence remained higher last year April 1996 541 350 110 154
than the decade-low 47.3 set in February 1992, dur- April 1997 424 44.0 136 135
ing the 1990-92 recession. The Consumer Confidence April 1998 41.9 433 14.8 134
Index indicated a moderate upward trend early in 2007, April 1999 56.5 378 5.7 164
but this trend reversed and continued downward from Apr!I 2000 490 399 11.1 149
A 2007 C b h April 2001 31.5 40.7 27.8 107
ugust 7. Consumer concern about the economy— March 2002 53.2 367 101 153
especially the mortgage crisis and high energy costs— March 2003 135 46.0 202 133
persists into 2008. The index leveled off in November and March 2004 7.8 31.7 60.4 163
December, but as of March 2008 stands at 64.5, indicating March 2005 9.4 39.6 51.1 151
an unfavorable overall consumer outlook for the near term. marc: 288? 123 g‘ég jj; ij‘

, L arc . . _
Although NADA'’s optimism index—at 120 as of March o B T n o o

2008—remains below the past decade’s high of 164 (at the
start of 1999), dealer confidence levels suggest that 2008

Source: NADA Industry Analysis Division
may see further decline in light-vehicle sales.

Optimism index vs. new-vehicle sales
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New-Car Dealerships

CONSOLIDATION IN THE NUMBER of

franchised dealerships is expected o Number of dealerships, by volume of new-unit sales

continue. There were some acquisi-

tions by large dealer groups in 2007, Number of dealerships m 1988
amid manufacturers’ efforts to reduce 9,000~ 1998
or freeze the number of dealership 8,000 = 2008
points. The number of new-car 7,000
dealerships fell last year, with the 6,000 5989 6,065
net dealership count down by more 000
than 400 after a fall of almost 300
in 2006. 40

The bar graph at right shows that 3,000
the loss of dealerships over the past 20 2,000
years has been largely concentrated in 1,000
the smaller-volume categories. In 1988 i

0-149 150-399 400-749 750+
Annual new-unit sales

there were 7,007 dealerships with
) Source: NADA Industry Analysis Divisi
sales of less than 150 new vehicles per ouree neusity Analysts Diision

year. Today, there are only 3,336 such e —————— o ————

stores. In contrast, now more than  New-car dealerships  New-car dealerships, by state
12,200 dealerships sell 400-plus new

units per year; in 1988 only 10,162 As of January 1 As of January 1

. . 1987 25,150 Alabama 345 Montana 132
stores of that size existed. T 25,005 _Alaska 38 Nebraska 213
Arizona 256 Nevada 118

1989 25,000 :
1950 482 Arkansas 267 New Hampshire 169
4825 “Caiifornia 1594 New Jersey 574
1991 24,200 Colorado 284 New Mexico 140
1992 23,500 Connecticut 320 New York 1112
1993 22,950 Delaware 65 North Carolina 692
7 280 po T O o8

orida io
e 2280  ~coorgia 603 Oklahoma 299
1996 22750 “Hawaii 66 Oregon 274
1997 22,700 Idaho 123 Pennsylvania 1161
1998 22,600 lllinois 934 Rhode Island 63
1999 22,400 Indiana 521 South Carolina 326
2000 22250 lowa 369 South Dakota 117
2001 22 150 Kansas 258 Tennessee 420
J Kentucky 298 Texas 1346
2002 21,800 “|ouisiana 337 Utah 153
2003 21,725 Maine 144 Vermont 97
2004 21,650 Maryland 358 Virginia Dol
2005 21,640 m.as;‘achusetts 17122 washi\?gtgﬁ ?éég
ichigan est Virginia
2000 ELEED) Minnesota 438 Wisconsin 597
2007 21,200 Mississippi 242 Wyoming 70
2008 20,700 Missouri 494 Total U.S. 20,770
Source: NADA Industry Analysis Division Source: NADA Industry Analysis Division
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Total Dealership Sales Dollars

TOTAL DOLLAR SALES at the nation’s

new-car dealerships increased almost  Total sales of new-car dealerships
3 percent in 2007, to $693 billion,

after a 3 percent decrease in 2006. z&l)uﬁns $m[“03n;
Used-vehicle department sales con-

tinued to improve last year, with a 1.5 700

percent rise in transaction prices and

nearly 11.5 percent gross margin on 600 - 30
retail selling prices after years of soft

sales caused by oversupply and new- 500

vehicle incentives. Average dealership — 25
sales varied significantly among the P —— Nl dealerships (eft scale)

states: Nine had less than $20 mil- - Average per dealership (right scale)

lion, but 24 exceeded $30 million. - . 0

T T T T T T T T T T
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Sources: U.S. Department of Commerce; NADA Industry Analysis Division

Share of total dealership 2007 total sales, by state
sales dollars Average per Average per
All dealerships dealership All dealerships dealership
By department State (millions)  (thousands) State (millions)  (thousands)
2007 Alabama $10,075 $29,202 Montana $2,570 $19,468
Alaska 1,255 33,035 Nebraska 3,819 17,930
Arizona 18,194 71,072 Nevada 7,150 60,592
Arkansas 5,775 21,629 New Hampshire 4,013 23,747
California 82,310 51,637 New Jersey 25,119 43,761
Colorado 11,370 40,034 New Mexico 4,343 31,022
Connecticut 9,050 28,280 New York 34,482 31,009
Delaware 2,084 32,063 North Carolina 20,497 29,619
D.C. 80 80,077 North Dakota 1,703 17,736
Florida 46,554 49,108 Ohio 23,128 24,142
Georgia 20,729 34,377 Oklahoma 17,857 59,724
Hawaii 2,786 42,206 Oregon 7,880 28,760
Idaho 3,229 26,250 Pennsylvania 29,838 25,700
1997 lllinois 26,422 28,289 Rhode Island 2,061 32,710
Indiana 11,702 22,462 South Carolina 9,149 28,064
lowa 6,259 16,961 South Dakota 1,874 16,021
Kansas 5,727 22,198 Tennessee 13,736 32,704
Kentucky 7,291 24,467 Texas 62,318 46,299
Louisiana 10,639 31,570 Utah 6,007 39,260
Maine 2,608 18,111 Vermont 1,525 15,717
Maryland 13,374 37,359 Virginia 18,522 33,615
Massachusetts 14,684 30,720 Washington 13,900 36,292
Michigan 24,180 31,858 West Virginia 3,342 19,775
Minnesota 11,698 26,707 Wisconsin 10,921 18,293
Mississippi 5,301 21,905 Wyoming 1,457 20,820
Missouri 12,705 25,718 Total U.S. $693,300 $33,380

Source: NADA Industry Analysis Division Source: NADA Industry Analysis Division
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Relationship of new-car dealerships to total retail trade in 2007, by state

Number of dealers as % of Dealer sales as % of Dealer payroll as % of Dealer employees as % of
total retail establishments total retail sales total retail payroll total retail employment
in the state in the state in the state in the state
Alabama 1.9% 17.8% 12.9% 7.0%
Alaska 1.9 14.2 11.5 6.8
Arizona 2.1 19.1 15.2 8.4
Arkansas 2.6 17.6 12.7 6.7
California 2.4 18.9 13.9 7.9
Colorado 1.6 19.2 13.6 7.3
Connecticut 3.0 17.7 14.0 8.0
Delaware 2.1 17.5 15.2 8.2
D.C. 0.2 3.7 1.4 0.7
Florida 2.2 193 15.1 7.9
Georgia 2.1 19.1 13.8 7.4
Hawaii 1.3 14.2 12.0 6.2
Idaho 2.3 16.2 12.6 7.3
[llinois 3.3 17.9 13.8 7.6
Indiana 25 16.7 12.9 7.0
lowa 3.4 16.8 13.3 7.3
Kansas 3.0 17.3 13.2 7.2
Kentucky 2.4 15.2 11.9 6.4
Louisiana 2.2 18.1 145 7.5
Maine 2.3 14.8 11.8 6.6
Maryland 2.4 19.8 14.7 83
Massachusetts 2.5 17.0 12.7 6.8
Michigan 2.7 20.7 15.1 7.7
Minnesota 2.4 16.8 12.3 6.8
Mississippi 2.2 16.7 12.4 6.4
Missouri 2.4 17.9 13.9 7.3
Montana 2.7 16.1 12.1 7.0
Nebraska 3.6 16.9 12.6 6.9
Nevada 1.6 16.6 149 7.7
New Hampshire 3.0 17.0 13.9 7.7
New Jersey 2.4 19.3 13.4 7.2
New Mexico 2.5 17.2 14.0 7.8
New York 1.9 15.1 10.5 5.9
North Carolina 2.3 18.1 13.8 7.5
North Dakota 3.0 17.7 14.0 8.0
Ohio 2.6 17.7 12.9 7.3
Oklahoma 3.0 19.7 14.6 7.7
Oregon 2.1 16.3 13.1 7.4
Pennsylvania 3.0 17.8 13.8 8.0
Rhode Island 2.2 17.4 11.9 6.5
South Carolina 2.4 16.8 12.1 6.6
South Dakota 3.0 15.8 13.3 7.5
Tennessee 2.9 18.0 134 7.3
Texas 2.3 20.2 14.6 7.9
Utah 2.2 16.4 11.6 6.2
Vermont 3.0 16.8 12.9 7.5
Virginia 2.3 17.1 14.6 7.9
Washington 2.2 15.1 12.1 7.2
West Virginia 2.8 16.8 12.7 7.4
Wisconsin 3.2 17.4 12.9 7.6
Wyoming 2.7 16.5 13.5 7.4
Total U.S. 2.3% 18.0% 13.4% 7.3%

Source: NADA Industry Analysis Division
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The New-Vehicle Department

NEW-VEHICLE SALES FOR 2007 were

16.1 million units—down from New-vehicle inventories and days’ supply
2006’s 16.5 million. On a seasonally

adjusted annual rate (SAAR) basis, Inventory (in millions) Days’ supply
sales volume was at or above 16.6 sl - £
million units during the first two 35 75 _
months of last year, but dropped dur-
ing the summer and fall. Sales began 3.0 70 - Domestic
to recover in August and hit 16.1 mil-
. . 2.5 65 —
lion units for all of 2007. Total auto-
maker inventory remained lower than 20 60
in 20006, averaging 3.3 million units
in 2007. Days’ supply of domestic L5 95 I
S mport
vehicles decreased to 67; days’ sup- P
T . 10 50

ply of faster-selling imported vehicles
remained at 51. 0.5 45 |

As shown on the next page, the
popularity of crossover vehicles helped g M

. ; 1997 1999 2001 2003 2005 2007 1997 1999 2001 2003 2005 2007
sustain light-duty truck sales at 8.5
Source: NADA Industry Analysis Division Source: NADA Industry Analysis Division

million units. Light trucks outsold

cars in 2007, as thei[‘ market Share I E——

remained at 2006’s level: 53 percent  New-vehicle sales’ by month
of total light vehicles sold.

2007 2007 SAAR* 2006 2006 SAAR* % change
The average selling price of a new Actual (in millions) Actual (in millions) 2006 to 2007

vehicle in 2007, including accesso- January 1,086,290 16.7 1,140,345 17.6 —4.7%
ties and options (next page, upper _Februay 1,249,103 16.5 1,258,099 16.6 -0.7%
right), increased b}’ 1.2 percent from l\/lal’lCh 1,534,021 16.2 1,526,603 16.6 0.5%
2006. New-vehicle sales by manufac- April 1,331,433 16.2 1,444,894 16.7 -7.9%
May 1,555,947 16.1 1,485,857 16.1 4.7%

turer (bottom of the next page) show
d d Chrvsler losi June 1,450,199 16.1 1,497,221 16.3 -3.1%
GM, Ford, and Chrysler losing mar- July 1,304,150 155 1,489,361 166 ~12.4%
ket share in 2007. Three of the major " 1.472.808 16.2 1.482.832 160 07%
Japanese brands—Toyota, Honda,  september 1,309,654 16.2 1,349,923 166 —3.0%
and Nissan—saw their shares rise.  October 1,227,202 16.0 1,212,849 16.1 1.2%
Lexus, Hyundai, Mazda, Mitsubishi, November 1,175,381 16.2 1,194,173 16.0 -1.6%
Suzuki, and Kia also saw gains, as did December 1,384,522 16.2 1,424,408 16.7 —2.8%
Audi, BMW, Land Rover, Mercedes, _Fullyear 16,080,710  16.1 16,506,565 16.5 2.6%

*Seasonally adjusted annual rate

VOlkSW&gCIl, and POI‘SChC. ]aguar, Source: NADA Industry Analysis Division

Subaru, Saab, Isuzu, and Volvo faced

market-share declines in 2007.
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Total automaker inventory remained lower than in 2006, averaging
3.3 million units in 2007.

New light-duty vehicle sales, by year

Number of new vehicles sold

_ and selling price
. _ Total Light-duty
Year New cars LI%:Ltcggty I:lgerl]'ltiglg:y as '}A:ut;:fktsotal Ne::);:jegi:rles A::{:ﬁe
1997 8,272,100 6,858,100 15,130,200 45.3% Year dealership selling price
1998 8,137,400 7,404,500 15,541,900 47.6 1997 668 $22,650
1999 8,698,600 8,197,200 16,895,800 48.5 1998 694 23,600
2000 8,846,900 8,502,800 17,349,700 49.0 1999 759 24,450
2001 8,422,600 8,699,300 17,121,900 50.8 2000 783 24,900
2002 8,103,200 8,714,300 16,817,500 51.8 2001 785 25,800
2003 7,609,800 9,024,900 16,634,700 54.3 2002 774 26,150
2004 7,505,900 9,360,600 16,866,500 5515 2003 769 27,550
2005 7,666,700 9,278,300 16,945,000 54.8 2004 779 28,050
2006 7,780,800 8,721,000 16,502,700 52.8 2005 788 28,400
2007 7,618,400 8,470,900 16,089,300 52.6 2006 778 28,450
Average 1997-2007 8,060,218 8,475,627 16,535,927 51.3% 2007 775 28,800

Source: NADA Industry Analysis Division

Source: NADA Industry Analysis Division

New-vehicle sales and market share, by manufacturer

General Other

Year Chrysler Ford Motors Toyota Honda Nissan Volkswagen imports Total

1997 2,303,800 3,807,100 4,734,100 1,230,100 940,400 728,400 172,000 1,214,400 15,130,200
15.23% 25.16% 31.29% 8.13% 6.22% 4.81% 1.14% 8.03%

1998 2,510,000 3,860,200 4,570,100 1,361,000 1,009,600 621,600 267,200 1,342,300 15,541,900
16.15% 24.84% 29.41% 8.76% 6.50% 4.00% 1.72% 8.64%

1999 2,638,600 4,115600 4,974,600 1,475,400 1,076,900 677,900 381,500 1,555,300 16,895,800
15.62% 24.36% 29.44% 8.73% 6.37% 4.01% 2.26% 9.21%

2000 2,522,700 4,147,700 4,911,700 1,619,200 1,158,900 752,800 435,900 1,800,800 17,349,700
14.54% 2391% 28.31% 9.33% 6.68% 4.34% 2.51% 10.38%

2001 2,273,200 3,915,500 4,852,500 1,741,300 1,207,600 703,700 438,900 1,989,200 17,121,900
13.28% 22.87% 28.34% 10.17% 7.05% 4.11% 2.56% 11.62%

2002 2,205,450 3,576,250 4,815,150 1,756,150 1,247,850 739,850 423,850 2,052,950 16,817,500
13.11% 21.27% 28.63% 10.44% 7.42% 4.40% 2.52% 12.21%

2003 2,127,450 3,437,700 4,716,050 1,866,300 1,349,850 794,800 389,100 1,953,450 16,634,700
12.79% 20.67% 28.35% 11.22% 8.11% 4.78% 2.34% 11.74%

2004 2,206,000 3,271,100 4,657,400 2,060,050 1,394,400 855,000 334,050 2,088,500 16,866,500
13.08% 19.39% 27.61% 12.21% 8.27% 5.07% 1.98% 12.38%

2005 2,304,900 3,106,900 4,456,800 2,260,300 1,462,500 1,076,900 307,250 1,969,450 16,945,000
13.60% 18.34% 26.30% 13.34% 8.63% 6.36% 1.81% 11.62%

2006 2,142,500 2,848,100 4,067,600 2,542,500 1,509,400 1,019,500 325,300 2,047,900 16,502,700
12.98% 17.26% 24.65% 15.41% 9.15% 6.18% 1.97% 12.41%

2007 2,076,100 2,502,000 3,824,550 2,620,800 1,551,550 1,068,500 324,050 2,121,750 16,089,300
12.90% 15.55% 23.77% 16.29% 9.64% 6.64% 2.01% 13.19%

Average 2,300,973 3,508,014 4,598,232 1,866,645 1,264,450 821,723 345,373 1,830,545 16,535,927
1997-2007 13.91% 21.21% 27.81% 11.29% 7.65% 4.97% 2.09% 11.07%

Source: NADA Industry Analysis Division
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F&I, Service Contracts

AFTER A 2.3 PERCENT INCREASE in
2006, gross margin on the sale of new
units fell almost 3 percent in 2007.
The decrease in gross profit in a chal-
lenging marketplace makes profits
generated by finance, insurance, and
service contracts increasingly impor-
tant to the new-vehicle department.
Aftermarket income (combined gross
from F&I and service contracts) was
28.5 percent of new- and used-vehicle
department gross in 2007—up from
27.6 percent in 2006. This stemmed
partly from a renewed focus on F&I,
resulting in higher finance penetra-
tion rates for both new and used cars,
and a greater emphasis on customer
understanding and satisfaction in

dealer financing.

Gross as percentage of
selling price

New vehicles retailed
7.0% —
6.5 —
6.0
5.5 -

5.0 —

4.5+

40 T T T T T T T T T T T
1997 1999 2001 2003 2005 2007

Source: NADA Industry Analysis Division
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of 35 percent in 1986. It stood at 31
percent in 2007, down from 32 per-
cent in 20006.

Improvement in vehicle quality and
warranties helped bring a drop in ser-

vice contract penetration from a high

Aftermarket income

As % of new- and used-vehicle department gross profit
30%

Total
2 AN

0

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Source: NADA Industry Analysis Division

Service contract penetration rates

As % of new vehicles retailed
40% —

0

T T T T T T T T T T T
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Source: NADA Industry Analysis Division
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The Used-Vehicle Department

NEW-CAR DEALERS sold more than
18.5 million used vehicles last year.
Of these, 11.4 million were retail and
7.1 million were wholesale. The aver-
age selling price of a used unit retailed
in 2007 was $15,715.

New-car dealers acquired 53 per-
cent of the used units they retailed
from trade-ins and got the remaining
47 percent from auctions, street pur-
chases, or other sources. As a source
of used cars, auctions have made the
biggest inroads in the past decade—
from less than 10 percent of the deal-
er’s inventory in the early 1980s to 32
percent in 2007.

Sources of used vehicles
retailed by dealerships

By department

2007

1997

Source: NADA Industry Analysis Division

Used-vehicle sales by new-car dealerships

In millions Average 1997-2007

25 Retail ........... 12.01
Wholesale. ........ 71.66
Total Total............ 19.67
/
20

15

10

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Source: NADA Industry Analysis Division

Average retail selling price of used vehicles
retailed by new-car dealerships

$16,000 —
15,000 —
14,000 —
13,000 —
12,000 —
11,000 —

10,000 —
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Source: NADA Industry Analysis Division
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Service, Parts, and Body Shop

NATIONWIDE, franchised dealership
total service and parts sales reached
almost $84 billion in 2007, up from
$80.5 billion the previous year.
Dealerships face increasing competi-
tion from independent service stations
and quick-lube centers, but continue
to attract customers with competi-
tive pricing and upgraded facilities.
Last year’s service sales were powered
by strong light-vehicle sales in recent
years and more miles driven on aver-
age. Customer-paid mechanical ser-
vice rose almost 5 percent from 2006.

New-car dealers have made major
investments in service and parts
to beef up sales and customer sat-
isfaction. In 2007 dealers provided
366,157 service stalls, employed
257,200 technicians, and carried a
parts inventory valued at $5.7 billion.

To boost customer convenience
and make full use of their facilities,
71 percent of dealers offered evening
service hours, weekend hours, or
both. The average dealership service
department was open for business 56
hours a week.

In recent years, more dealerships
have opted to remain out of the body
shop business. Industry analysis esti-
mates that only 37 percent of new-car
dealerships had body shops in 2007,
a decline from 2006. Auto bodywork
performed by all new-car franchised
dealerships remained at about $9.5

billion last year.
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Dealerships’ total service and parts sales

In billions of dollars
Service lahor sales

$20 = 2006
I m 2007
" Customer Customer Warranty Sublet Internal Other
mechanical body
Parts sales
$20 = 2006
m 2007
16 —
12 -
8 |
4 |
0 -
Customer  Customer ~ Wholesale Counter Warranty Internal Other
mechanical body

Source: NADA Industry Analysis Division

Profile of dealerships’ service and parts operations, 2007

Average dealership All dealers
Total service and parts sales $4,013,121 $83.35 billion
Total gross profit as percent of service and parts sales 46.18%
Total net profit as percent of service and parts sales 6.95%
Total number of repair orders written 12,123 261 million
Total service and parts sales per customer repair order $212
Total service and parts sales per warranty repair order $235
Number of technicians (including body) 12 257,200
Number of service bays (excluding body) 18 366,157
Total parts inventory $273,413 $5.7 billion
Average customer mechanical labor rate $85

Source: NADA Industry Analysis Division
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In 2007/ dealers provided 366,157 service stalls, employed 257,200
technicians, and carried a parts inventory valued at $5.7 billion.

Dealerships’ total service

and parts sales

In billions of dollars

Dealerships’ service
and parts sales

Service department
hours of operation

In billions of dollars

Percent of dealership service

Amount % change 2006 2007 % change f tments with
1997 $62.93 3.6% Service labor sales epartments Wit:
1998 63.56 1.0 Customer mechanical ~ $16.51  $17.25 4.5%
s ow oo w05 i3 L
2000 e L Sublet 241 258 5.2
2001 80.10 85 Internal 483 5.14 6.4
2002 83.11 3.8 Other 0.42 0.45 5.9
2003 85.35 2.7 Total service labor $36.42 $37.60 3.2%
2004 85.48 0.2 Parts sales
2005 85.16 0.4 Customer mechanical ~ $12.37  $13.10 5.9%
2 T R bw  nm L
olesale . . .
= e -6 Counter 243 283 44
Source: NADA Industry Analysis Division Warranty 7.84 7.69 2.0
Internal 3.95 A.14 4.8 Average hours open per week: 56
Other 2.17 2.40 10.6
Total parts $44.03 $45.75 3.9%
Total service and parts  $80.45  $83.35 3.6%

Source: NADA Industry Analysis Division

Total dealership body shop sales

In billions of dollars

Source: NADA Industry Analysis Division

Dealerships operating
on-site body shops

$11 Percent of total dealership population
65% —
10 —
60 —
9 4
55 -
8 —
50
7 —
45 —
6 —
40 —
5 —
35
4 — - - - - - - - ' ' ' L
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 1989 1994 1999 2000 2001 2002 2003 2004 2005 2006 2007

Source: NADA Industry Analysis Division

Source: NADA Industry Analysis Division
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Employment and Payroll

FRANCHISED DEALERS are major
employers, as well as significant con-
tributors to their communities’ econ-
omies, tax bases, and civic and chari-
table organizations. In the past eight
years, total dealership employment
has remained consistent, currently
standing at 1,114,500.

The number and type of employ-
ees vary significantly among dealer-
ships, depending on store character-
istics such as size, location, makes
handled, and distribution of sales
among departments. Total dealership
employment count in 2007 was esti-

mated as follows:

New- and used-vehicle
salespeople. .. ........... 229,100

............... 257,200

Service and parts workers
(other than technicians) . . . .344,100

Supervisors, general office
workers, and others .. ... .. 284,100

1,114,500

Technicians

The average dealership in 2007
employed 54 people and had an annu-
al payroll of $2,594,000. The payroll
for all dealerships was $53.9 billion,
and represented almost 13.5 percent
of the nation’s total retail trade pay-

roll.
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Estimated number of employees of new-car dealerships

In thousands
1,200 — — 60
—— — 55
1,100 - L —
/ - 50
1,000 — — 45
— 40
900 —
- Total of all dealerships (left scale) L 35
- fverage number per dealership (right scale)
800 30

T
1997

Source: NADA Industry Analysis Division

T T
1998 1999

T T T
2000 2001 2002

T T T T T
2003 2004 2005 2006 2007

Estimated number of new-car dealership
employees in 2007, by state

Total number Average number

Total number Average number

State all dealers per dealership State all dealers per dealership
Alabama 16,471 48 Montana 4,280 32
Alaska 2,292 60 Nebraska 6,584 31
Arizona 29,182 114 Nevada 11,025 93
Arkansas 8,712 33 New Hampshire 7,122 42
California 133,721 84 New Jersey 32,152 56
Colorado 17,076 60 New Mexico 7,458 53
Connecticut 14,388 45 New York 49,122 44
Delaware 4,022 62 North Carolina 32,828 47
D.C. 32 32 North Dakota 3,196 33
Florida 76,508 81 Ohio 40,937 43
Georgia 33,858 56 Oklahoma 19,979 67
Hawaii 5,105 77 Oregon 14,092 51
Idaho 5,842 47 Pennsylvania 50,694 44
Illinois 43,336 46 Rhode Island 3,308 53
Indiana 21,778 42 South Carolina 15,042 46
lowa 12,020 33 South Dakota 3,480 30
Kansas 10,072 39 Tennessee 22,121 58
Kentucky 13,072 44 Texas 86,828 65
Louisiana 18,210 b4 Utah 9,340 61
Maine 5,350 37 Vermont 2,783 29
Maryland 24,131 67 Virginia 33,094 60
Massachusetts 23,400 49 Washington 23,317 61
Michigan 36,258 48 West Virginia 6,227 37
Minnesota 19,500 45 Wisconsin 21,633 36
Mississippi 9,460 39 Wyoming 2,460 35
Missouri 21,603 44 Total U.S. 1,114,500 53

Source: NADA Industry Analysis Division
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Annual payroll of

Average weekly earnings of

2007 annual payroll of new-car

new-car dealerships dealership employees dealerships, by state
Total all Average per
$ billions § thousands dealerships dealership
55+ — 2,700 $1,000 State ($ billions) ($ millions)
Alabama $0.71 $2.07
Alaska 0.12 3.03
50 2400 900 Arizona 1.49 5.81
Arkansas 0.35 1.31
15— California 7.38 4.63
Colorado 0.87 3.08
- 2100 8007 Connecticut 0.79 2.46
40 Delaware 0.19 2.90
D.C. 0.00 1.48
1,800 700 Florida 3.86 4.07
35 Georgia 1.65 2.73
o Hawaii 0.26 3.88
0 Ceftscale) LS00 6007 \daho 0.25 2.03
=== Average per dealership Illinois 212 2.27
(right scale) Indiana 0.95 1.82
25 T T T T T T T T T T 1T 1,200 500 T T T T T T T T T T 1T lowa 0.48 131
1997 1999 2001 2003 2005 2007 1997 1999 2001 2003 2005 2007 Kansas 0.43 167
Source: NADA Industry Analysis Division Source: NADA Industry Analysis Division Kentucky 0.54 181
Louisiana 0.78 2.33
| Maine 0.22 1.55
Rverage weekly earnings of new-car dealership e 119 331
. assachusetts 1.21 2.54
employees in 2007, by state Michigan 189 249
Minnesota 0.87 1.99
Alabama $ 837 Montana $ 727 Mississippi 0.40 166
Alaska 972 Nebraska 800 Missouri 0.99 201
Arizona 986 Nevada 1,121 Montana 0.16 1.22
Arkansas 776 New Hampshire 964 Nebraska 0.27 1.28
California 1,067 New Jersey 1,098 Nevada 0.64 5.42
Colorado 989 New Mexico 834 New Hampshire 0.36 2.10
Connecticut 1,057 New York 977 M Jegey = L
Delaware 905 North Carolina 891 mgx yoerf('co g'ig 2;2
D'C'. 902 No.rth Dakota 725 North Carolina 151 518
Florida 2 Ohio S North Dakota 0.12 1.25
Georgia 940 Oklahoma 792 Ohio 177 185
Hawaii 971 Oregon 911 Oklahoma 0.82 2.73
ldaho 827 Pennsylvania 825 Oregon 0.66 242
[llinois 946 Rhode Island 922 Pennsylvania 2.16 1.86
Indiana 844 South Carolina 853 Rhode Island 0.16 2.50
lowa 779 South Dakota 780 South Carolina 0.66 2.03
Kansas 829 Tennessee 916 South Dakota 0.14 1.20
Kentucky 796 Texas 966 Tennessee 1.05 2.50
Lovisiana 834 Utah 854 Teras S S22
Maine 807 Vermont 816 utan 041 2./0
Maryland 950 Virginia 908 vermont 0.12 L21
- Virginia 1.55 2.82
Massachusetts 1,003 Washington 962 Washington 116 3.03
Mlchlgan 1,007 West Vll'glnla 692 West V|rg|n|a 0.22 1.32
Minnesota 866 Wisconsin 767 Wisconsin 0.86 1.44
Mississippi 823 Wyoming 847 Wyoming 0.11 1.54
Missouri 888 Total U.S. $930 Total U.S. $53.87 $2.59

Source: NADA Industry Analysis Division
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Vehicles in Operation and Scrappage

ON JUNE 30, 2007, there were more
than 248 million vehicles in opera-
tion. In the past nine years, the total
light-vehicle fleet has increased by an
average of 2 percent each year. The
2007 median age for the car popula-
tion was 9.2 years and for light trucks,
7.1 years.

Scrappage—the difference between
sales and the growth of the vehicle
population—was 12.7 million units
in 2007, up from 12.1 million units
in 20006, reflecting the strong vehicle
market and the run-up in commodity
prices, including scrap steel. NADA
Industry Analysis estimates that the
average light vehicle on the road is 7.8
years old. Because of strong growth
in truck sales, the average age of cars

is rising.

Total vehicles in
operation, by year

In millions
300
250
200
150
100

50

0

1997 1999 2001

Source: The Polk Co.

2003 2005 2007
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Vehicles in operation—scrappage, by year

Total vehicles New vehicle Scrappage as %
in use registrations Scrappage of registrations
1997 201,070,397 15,285,529 12,508,591 81.8%
1998 205,042,639 15,637,540 11,665,298 74.6
1999 209,509,161 16,130,124 11,663,602 72.3
2000 213,299,313 18,088,911 14,298,759 79.0
2001 216,682,936 17,505,343 14,121,720 80.7
2002 221,027,121 17,639,934 13,295,749 75.4
2003 225,882,103 16,939,662 12,084,680 71.3
2004 231,398,281 17,419,471 11,903,293 68.3
2005 238,697,097 16,690,280 9,988,864 59.8
2006 244,021,754 16,564,575 12,007,700 725
2007 248,700,997 16,007,379 12,707,216 79.4

Source: The Polk Co.

Median age of passenger cars,
trucks, and light trucks, by year

10
— Cars

e Trucks
w= Light trucks

A

6 T T T T T T T T T T T
1997 1999 2001 2003 2005 2007

Source: The Polk Co.
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Total vehicles in operation in 2007, by state

Passenger Trucks Total Passenger Trucks Total
State cars and buses vehicles* State cars and buses vehicles*
Alabama 1,795,596 2,825,636 4,630,314 Montana 447,446 616,613 1,066,562
Alaska 242,487 429,901 675,094 Nebraska 832,511 893,627 1,733,133
Arizona 2,189,979 1,987,392 4,182,332 Nevada 679,828 684,806 1,366,557
Arkansas 958,640 1,027,414 1,994,255 New Hampshire 585,455 472,635 1,059,963
California 19,835,554 13,289,690 33,182,058 New Jersey 3,692,966 2,241,195 5,957,988
Colorado 858,967 943,027 1,807,823 New Mexico 699,312 877,956 1,580,820
Connecticut 1,999,809 1,041,651 3,051,952 New York 8,528,457 2,685,424 11,283,896
Delaware 432,509 378,512 813,188 North Carolina 3,659,926 2,607,790 6,301,436
D.C. 168,916 47,300 219,105 North Dakota 345,502 364,080 712,169
Florida 7,425,148 8,899,488 16,373,565 Ohio 6,438,988 4,345,371 10,828,843
Georgia 4,141,179 4,123,932 8,286,454 Oklahoma 1,606,517 1,576,680 3,201,831
Hawaii 538,581 464,288 1,008,540 Oregon 1,427,597 1,538,960 2,981,379
Idaho 541,487 729,861 1,275,115 Pennsylvania 5,842,819 4,013,315 9,894,163
[llinois 5,947,468 3,910,742 9,876,246 Rhode Island 508,389 295,433 805,548
Indiana 2,694,901 2,228,559 4,955,434 South Carolina 1,964,994 1,470,771 3,453,843
lowa 1,744,519 1,593,003 3,345,951 South Dakota 375,760 465,580 843,984
Kansas 872,878 1,512,396 2,389,192 Tennessee 2,878,136 2,193,213 5,091,328
Kentucky 1,969,142 1,574,731 3,558,122 Texas 8,805,316 8,642,899 17,538,388
Louisiana 1,950,372 1,900,270 3,872,744 Utah 1,079,455 1,155,325 2,236,088
Maine 581,797 486,680 1,071,876 Vermont 309,972 275,951 587,668
Maryland 2,656,597 1,819,645 4,488,397 Virginia 4,031,355 2,586,357 6,635,976
Massachusetts 3,310,725 2,063,283 5,385,215 Washington 3,087,818 2,590,014 5,689,497
Michigan 4,765,547 3,362,440 8,154,235 West Virginia 734,599 703,706 1,441,099
Minnesota 2,512,491 2,174,813 4,704,914 Wisconsin 2,639,984 2,317,130 4,971,461
Mississippi 1,118,200 869,860 1,997,581 Wyoming 228,057 414,047 645,192
Missouri 2,715,297 2,230,390 4,957,172 Total 135,399,945 107,943,782 244,165,686

*Includes buses

Source: Department of Transportation

Total new-vehicle registrations, by state

State 2007 2006 2005 2004 State 2007 2006 2005 2004
Alabama 223,480 232,666 239,098 233,488 Montana 49,944 46,787 47,289 47,854
Alaska 31,016 32,155 33,861 35,587 Nebraska 75,380 71,679 75,517 84,218
Arizona 377,996 419,204 409,009 366,019 Nevada 177,227 192,413 182,385 174,926
Arkansas 131,402 128,258 134,349 134,582 New Hampshire 84,304 97,145 91,252 92,122
California 1,871,132 2,086,931 2,144,882 2,122,834 New Jersey 611,572 602,437 608,774 644,568
Colorado 255,466 252,000 253,408 265,793 New Mexico 107,505 106,234 105,212 103,499
Connecticut 192,054 189,950 204,524 215,349 New York 870,323 847,727 863,734 909,757
Delaware 49,922 53,379 56,579 59,312 North Carolina 434,165 443,149 446,689 458,363
D.C. 20,995 18,612 17,888 19,035 North Dakota 27,019 25,319 25,977 28,729
Florida 1,241,454 1,416,862 1,451,193 1,444,605 Ohio 563,468 563,813 597,276 628,928
Georgia 466,284 499,669 507,011 494,564 Oklahoma 362,883 336,895 273,066 180,270
Hawaii 96,917 107,727 119,623 109,800 Oregon 162,753 170,512 168,564 169,027
Idaho 59,738 63,270 59,831 57,975 Pennsylvania 682,697 661,787 700,724 738,215
lllinois 654,387 663,428 667,939 694,164 Rhode Island 52,974 55,157 59,457 61,227
Indiana 251,149 279,154 276,890 299,437 South Carolina 209,066 210,321 206,404 206,217
lowa 117,485 118,466 122,236 126,197 South Dakota 32,860 33,374 35,039 35,742
Kansas 113,370 114,433 116,042 117,238 Tennessee 277,901 272,329 271,963 290,604
Kentucky 153,544 152,761 155,749 159,268 Texas 1,390,745 1,302,253 1,284,460 1,256,385
Louisiana 262,688 286,369 268,106 243,429 Utah 122,332 122,521 116,550 108,975
Maine 52,872 57,946 59,568 63,053 Vermont 37,936 38,287 38,820 43,092
Maryland 360,195 376,039 395,737 406,920 Virginia 427,456 445,841 452,985 476,800
Massachusetts 332,090 344,490 371,789 383,577 Washington 285,385 291,249 286,048 280,275
Michigan 646,485 693,741 664,900 712,788 West Virginia 80,352 80,963 83,744 87,120
Minnesota 259,924 268,358 257,426 283,067 Wisconsin 232,224 242 574 258,467 263,663
Mississippi 116,226 132,168 109,942 115,651 Wyoming 30,138 29,059 27,111 27,326
Missouri 280,499 286,714 285,193 305,190 Total U.S. 16,007,379 16,564,575 16,690,280 16,866,824

Source: The Polk Co.
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Advertising and the Dealership

FRANCHISED DEALERS SPENT more
than $7.86 billion on advertising last
year. Ad expense in the average new-
vehicle dealership rose 3.4 percent
from 2006. In the past 10 years, the
allocation for newspapers dropped
by 25 percent, but many newspapers
now provide Internet advertising. The
typical dealership spent 16.5 percent
of advertising dollars on the Internet,
up from 11.5 percent in 2006 and 9.9
percent in 2005. (Since 2005, Internet
advertising has been included as a

separate category in the chart.)

Total dealership advertising
expenditures

In billions of dollars
$10

9 |

4

1997 1999 2001 2003 2005 2007

Source: NADA Industry Analysis Division
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Advertising expenditures, by medium

Percent of total

1997

Source: NADA Industry Analysis Division

Total dealership advertising

Per new unit sold
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Estimated advertising expenses per dealership in 2007

By number of new units sold

T
2006

T
2007

Average of all 750 or

By media used dealerships 1-149 150-399 400-749 more
Newspapers $100,839 $25,480 $46,547 $88,700  $198,779
Radio 64,094 13,947 29,133 59,224 138,439
TV 66,097 7,699 26,102 68,905 171,742
Direct mail 38,466 6,316 18,788 35,841 85,946
Internet 62,607 11,919 29,226 62,750 134,485
Other 46,242 9,375 19,041 46,460 104,669
Total $378,346 $74,736 $168,838 $361,880 $834,060
Total advertising as a

% of total sales 1.13% 1.16% 1.10% 1.07% 1.06%
Total advertising per

new vehicle sold $610 $794 $646 $538 $435

Source: NADA Industry Analysis Division
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Consumer Credit

AVERAGE NEW-VEHICLE loan rates at

finance companies decreased in 2007 fAverage finance rate on new-car loans

to 4.54 percent for the year, partly
from continuing strong incentives 12% ' .
— Finance companies
by captives. New-vehicle loan rates 10 - Banks

=== [Average prime rate

at banks averaged 7.77 percent last
year—up from 7.72 percent in 2006.

Average maturity of new-car
loans at finance companies T
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Note: The bank series represents the average of direct 48 month loans.

2000 54.9 months The finance company series represents the average of all loans made. Source: Federal Reserve Board
2001 55.1
2002 56.9 . ——_—
o0 L New-vehicle affordability index
2004 60.5 Avg. finance  Avg. length Avg. consumer Median family  Avg. weeks of median
2005 60.0 rate loan expenditure* income family income to buy car*
2006 62.3 2001Q1 8.13% 55.1 months  $22,872 $61,626 26.3
2007 61.0 2001Q2 7.58 56.8 23,434 61,100 26.5
T —" 2001Q3 7.16 57.4 23,584 61,503 26.5
2001Q4 5.42 51.1 22,675 61,504 23.8
I 2002Q1 6.41 53.9 25,250 62,833 255
consumer credit outstandi“g 2002Q2 6.86 573 25,527 63,625 26.1
2002Q3 4.34 58.9 24,537 64,185 24.4
E . 2002Q4 4.44 573 24,936 64,185 25.0
nd of year, seasonally adjusted
In millions of dollars 2003Q1 3.65 59.1 25,486 66,264 24.6
$3,000 — 2003Q2 2.61 61.1 25,733 66,906 24.1
= Nonrevolving 2003Q3 Bi55) 63.0 26,949 64,663 24.8
= Revolving 2003Q4 3.80 62.5 27,139 65,982 25,1
2,500+ 2004Q1 3.24 59.7 26,909 68,469 246
2004Q2 3.65 60.2 27,126 69,582 24.6
2,000 — 2004Q3 5.54 60.9 25,520 68,380 2588
2004Q4 5.01 61.3 25,988 70,205 25.0
2005Q1 4.86 59.3 26,054 70,275 24.8
1,500 — 2005Q2 5.18 59.5 26,315 70,974 24.7
2005Q3 5.8 60.2 28,105 70,690 26.4
2005Q4 5.97 61.1 29,200 70,337 27.0
1,000+ 200601 5.34 618 28,600 72,946 262
2006Q2 5.62 61.0 27,800 73,990 25.1
500 — 2006Q3 3.24 64.2 26,500 74,225 23.6
2006Q4 5.62 62.0 29,400 73,150 26.2
2007Q1 4.78 59.9 28,200 75,645 24.7
0- 2007Q2 4.86 59.2 28,480 77,098 24.6
19971999 2001 2003 2005 2007 2007Q3 4.44 614 29,025 77,639 24.8
Seures: Feswl Ressne B 2007Q4 4.07 63.3 28,715 76,149 24.4
*With possible rebate Sources: Comerica Bank; Commerce Department; Federal Reserve
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New-Truck Dealerships

SALES OF MEDIUM- and heavy-duty
trucks (Classes 4-8) dropped to  Number of medium- and heavy-duty truck dealerships
371,100 units in 2007, a 32 per-

cent decline from 2006. Market ?ZEBJT]UaWI'ZOOS
shares changed somewhat last year.
Freightliner remained the top-sell- ;5 |
ing medium- and heavy-duty truck

maker, with a 20.4 percent mar- 2,500 —
ket share. Ford secured the second
spot, selling almost 71,000 units,

2,250 —
with a 19.1 percent market share.

International dropped to third, with o
an 18.8 percent share. GM had a 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Source: American Truck Dealers

slight decrease in sales, while Ford

experienced an increase in units sold

|
and market share. Import manufac-

turers—Isuzu, Hino, and Mitsubishi  U.S. retail sales and market share—calendar year 2007

Fuso—saw gains in market share; Tiruek claeses 4-8

Volvo saw a drop for the year; and Class 4 5 6 7 8 Total P?:::{(‘;tof

Dodge was a new Class 5 entry, sell-  “Freigntiner ~ 2218 737 11,793 23672 37371 75791  204%
ing almost 600 units in 2007. Ford 28,331 22,647 14,284 5,574 0 70,836 19.1
International 802 1,523 17966 19,977 29,675 69,943 18.8
[ Peterbilt 0 0 0 5,009 19,948 24,957 6.7
H Kenworth 0 0 0 4,239 19,299 23,5638 6.3
Tru':k categorles GMC 4,279 8,243 1,371 5,793 0 19,686 53
Trucks are classified by gross vehicle weight Sterling 425 160 979 2,655 12,054 16,273 4.4
Class 1 0 - 6,000 Ib. Volvo Truck 0 0 0 0 16,064 16,064 4.3
Class 2 6,001 — 10,000 Chevrolet 5,606 6,189 988 1,695 0 14,478 3.9
Class 3 10,001 - 14,000 Mack 0 0 0 0 13,438 13,438 3.6
Class 4 14,001 - 16,000 Isuzu 5,828 3,002 347 462 0 9,639 2.6
Class 5 16,001 — 19,500 Hino 259 172 3,901 1,116 0 5,448 15
Class 6 19,501 — 26,000 Mitsubishi Fuso 2,962 945 1,182 129 0 5,218 1.4
Class 7 26,001 — 33,000 Western Star 0 0 0 0 2,281 2,281 0.6
Class 8 33,001 Ib. and over Nissan Diesel 281 716 978 105 0 2,080 0.6
Dodge 0 588 0 0 0 588 0.2
Other 0 0 0 0 835 835 0.2

Total 50,991 44,922 53,789 70,426 150,130 371,093 100.0%

Source: © 2007 Ward’s Communications
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Dealership Financial Trends

THE AVERAGE DEALERSHIP’S new-
vehicle profits rose from 2001 through
2004. In 2005 the department saw the
start of a significant decline in profit
margins, contributing just 14.5 per-
cent of total operating profit. In 2006
and 2007, new-vehicle department net
profit posted further declines, slipping
below breakeven. Larger inventories,
generous consumer incentives—includ-
ing value pricing—and higher floor-
plan and energy costs cut into dealer
profit in 2007. Total used-car profits
increased, accounting for 27 percent
of the average store’s total operating
profits. Dealerships of all sizes and
makes continue to rely heavily on used-
vehicle departments for profits because
of modest returns on new-unit sales.
Consumers find used vehicles a good
value now because of better quality and
durability. And financial institutions
are more willing to offer competitive
rates for used-vehicle purchases.

Total service and parts profits rose
slightly in 2007, as gross margins
improved and expenses were large-
ly held in check. Service and parts
department profits accounted for 81
percent of total dealership operating
profits, up from 77 percent in 2006.
Total average dealership revenue grew
5 percent last year, and the poten-
tial for future growth remains opti-
mistic. Dealers continue to compete
with independent service outlets for
the less-frequent service and repairs
required on newer, more sophisticated

vehicles.

New-vehicle department net profit

Average dealership, in thousands of dollars, including F&I
$200 —

150 —
100 —
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0 —
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Source: NADA Industry Analysis Division

Used-vehicle department net profit

Average dealership, in thousands of dollars, including F&I
$200 —
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Source: NADA Industry Analysis Division

Service and parts department net profit

Average dealership, in thousands of dollars
$350 —
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